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TEXxAs COMPTROLLER 0f PuBLIC ACCOUNTS

November 1, 2010

The Honorable Rick Perry
Governor

State of Texas

Capitol Building, Room 2S.1
Austin, Texas 78701

Dear Governor Perry:

We are pleased to announce the publication of the Texas Annual Cash Report for the fiscal year ending
Aug. 31, 2010. This report presents the state’s financial position and details revenues and expenditures
on a cash basis as required by Texas Government Code Section 403.013.

The Consolidated General Revenue Fund ended the year with a cash balance in the state treasury of
$2 billion, a decrease of $1.9 billion, or 50 percent from fiscal 2009. Contributing to the lower balance
were decreased tax collections. The General Revenue Fund is appropriated to support general
government expenditures.

Balances in Special Revenue and Trust Funds increased from $21.9 billion in fiscal 2009 to $28.7 billion
in fiscal 2010, primarily due to the differences in the timing of the receipt of the Tax and Revenue
Anticipation Notes in the two years. Other Special Revenue and Trust Funds of interest include the
Economic Stabilization Fund 0599 (ESF) and the Property Tax Relief Fund 0304. The ESF finished
fiscal 2010 with $7.7 billion in cash, an increase of $1 billion from the end of fiscal 2009. The Property
Tax Relief Fund ended fiscal 2010 with no remaining balance as a result of the required transfer of

$3 billion to the General Revenue Account — Foundation School Fund 0193 to pay for property tax relief
in the 2010—11 biennium.

Net revenues for general and special revenue funds increased by $3 billion, or 3.6 percent, from
fiscal 2009, to a total of $87.4 billion in fiscal 2010. The largest dollar increase in revenue was
$6 billion, or 19.4 percent, in federal income. Total tax collections decreased $2.5 billion, or

6.5 percent, from fiscal 2009, for a total of $35.4 billion in fiscal 2010.

Total net expenditures for general and special revenue funds increased by $1.9 billion, or 2.1 percent,
from fiscal 2009, to a total of $90.4 billion in fiscal 2010. The largest dollar spending increase by
governmental function was in health and human services, which grew by $2.8 billion to a total of
$36.3 billion. This increase of 8.4 percent is mainly attributable to an increase in Medicaid.

We hope this information is helpful. Please let us know if we can be of further assistance.
Sincerely,

mgw,é-.—

Susan Combs

€
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Annual Cash Report

Introduction

he 2010 Annual Cash Report for the State
of Texas is a cash-basis presentation of the
state’s financial condition at Aug. 31, 2010.
The financial information is derived from the Uni-
form Statewide Accounting System, which is main-
tained by the State Comptroller’s Office. Various ta-
ble presentations for the financial information allow
the reader to view the data from many perspectives.

The report shows revenue and expenditure de-
tails for all funds in the State Treasury. (The Office
of the State Treasurer was combined with the State
Comptroller on Sept. 1, 1996, per S.B. 20, S.J.R. 1,
74th Leg., R.S. The constitutional amendment au-
thorizing the merge was passed on Nov. 7, 1995.)
Revenue is reported in the period when cash is col-
lected, and expenditures are reported in the period
when cash disbursements are made. A small per-
centage of funds are held outside the State Treasury
and are not included in the report.

The report includes summary and detail tables.
Revenue presentation includes sources such as tax-
es and federal income as well as categories such as
transportation and insurance. Expenditure informa-

tion is shown by governmental functions (education,

health and human services, etc.) and by categories
(salaries, supplies, etc.). Additional information on
investments held by the state, aggregate cash bal-
ances and major taxes can be found in this report.
Balances for petty, travel or imprest cash are shown
by fund.

The report shows information for all funds main-
tained in the State Treasury. Each fund includes the
following information:

+ date of origin;

* administering agency;

*  authorizing statute;

* revenues at the object code within the

category level; and

*  expenditures at the category level.

Timing differences may result in a variance be-
tween the Annual Cash Report, which is on a cash
basis, and the Comprehensive Annual Financial Re-
port, which is on an accrual basis. Negative amounts
occurring within the expenditure or revenue sec-
tions of each fund may occur due to prior year cor-
rections, refunds or transfers processed during the

current year.
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Annual Gash Report

010

Review of the
Texas Economy:

Recovering from a Great Recession

he Texas economy, which joined the nation
in recession in fiscal 2009, began adding
jobs again at the beginning of fiscal 2010.'
Recovery from the nation’s worst recession since the
Second World War has been lukewarm compared to
other economic recoveries; however Texas gained
129,100 jobs during fiscal 2010. This is about 30
percent of the 431,300 jobs lost from August 2008
to September 2009. Even with a slower expansion

than usual, Texas accounted for more than half of

I Unless otherwise stated, fiscal 2010 employment figures in
this article are as of August 2010, with comparisons made to
August 2009.

the nation’s 229,000 jobs added during Tex-
as’ fiscal 2010. Texas’ nonfarm employment
totaled 10.36 million in August 2010, an in-
crease of 1.3 percent from August 2009.
The relative advantage of Texas job
growth over that of the nation has been long-
standing. Not only did Texas add more jobs
than any state over the past year, but Texas
also led in the rate of job growth among the
10 most populous states (five of which lost
jobs over this period) as well as having fast-
er growth than all but four of the other 40

Non-destructive testing (NDT) inspector examines new pipe to ensure safety and quality.
PHOTO: Courtesy of Turner Industries Group.

Texas accounted
for more than
half of the
nation’s 229,000
jobs added
during Texas’
fiscal 2010.
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accounted for the fastest rate of job growth in fiscal 2010.
PHOTO: Courtesy of ConocoPhillips.

states. With substantial growth in the labor force due
to internal population growth and to net migration
gains, the state’s unemployment rate, however, has
remained stubbornly high. Texas’ unemployment
rate hovered between 8.1 and 8.3 percent throughout
the year, ending the year at 8.3 percent. The year’s
average unemployment rate of 8.2 percent was the
highest since 1987. Still, the state’s jobless rate re-
mained below that of the nation, which averaged 9.8
percent during Texas fiscal 2010.

The Consumer Confidence Index, a

monthly measure of the level of optimism

Eight of the
state’s 11 major
industries added
jobs during
fiscal 2010.

consumers have in the economy, ended fis-
cal 2010 lower than it began. Although the
Index for the West South Central states,
which includes Texas and three other states,

closed well above its low of 46.4 in March

2009, its August 2010 level of 68.6 was be-
neath its level of 75.0 a year earlier. The continu-
ance of high unemployment, a weak market for job
seekers and uninspiring per capita wage levels kept
consumers uncertain and shaky about current condi-

tions and the economic outlook.

Texas Industrial Performance
Eight of the state’s 11 major industries’ add-
ed jobs during fiscal 2010. The fastest rate of job

2 These are defined as “supersectors” by the U.S. Bureau of

Labor Statistics but referred to as major industries in this pa-
per. These include Mining/Logging, Construction, Manufac-
turing, Trade/Transportation/Utilities, Information, Financial
Activities, Professional and Business Services, Education and
Health Services, Leisure and Hospitality, Other Services, and
Government.

growth was in Mining and Logging, which is domi-
nated by the oil and natural gas industry, and the
industry with the greatest rate of job loss was In-
formation, which includes broadcast media, tele-
communications and Internet-based services. In
fiscal 2009, private (non-government) employment
dropped by over 400,000, but in fiscal 2010 pri-
vate sector employment returned to growth, adding
122,000 jobs, for a 1.5 percent growth rate. Govern-
ment employment, even with 2010 census-related
hiring, increased by just 0.4 percent. The industry
that added the most jobs was professional and busi-
ness services, at 42,100, while construction lost the
most—16,600. Professional and business services
advanced largely because of hiring in administrative
and support services, including employment ser-
vices, a sector that often adds temporary and part-
time jobs when the economy begins to emerge from
a recession. Employers still not confident enough to
hire full-time employees often hire additional help
through employment service agencies.

Consumers are Saving More, so
Spending is Slow to Recover

During previous bouts of economic weakness,
renewed consumer spending helped bring the econ-
omy into recovery. Yet, even with Texas job growth
of more than 129,000 in fiscal 2010, the unemploy-
ment rate remains high, and wages per worker have
not kept up with inflation, growing by a mere 0.3

Retail centers, such as the Shops at Legacy in Plano, weath-
ered a fiscal year in which consumer confidence and retail
spending dropped.

PHOTO: Courtesy of Edmonson Photography and Plano Convention and
Visitors Center.
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9,100 total jobs. Acerospace manufacturing employs

many more, and a 4.9 percent growth rate in this

sector brought a net 2,400 more jobs to Texas.
Manufacturing employment increased by 2.2

percent overall during the year, but there were dou-

ble-digit percentage losses in the manufacturing of
communications equipment (down 12 percent) and
in printing and related publishing (down 11 per-
cent), as the state’s newspapers struggled to main-
tain subscription volume and advertising.

Other contracting manufacturing sectors in- The Texas
13,400 jobs in the fabricated metals sector. cluded elethlcal equipment and appha.nces maIlUfaCtllI’ng
(down 900 jobs, or 5.1 percent), furniture .
percent during the fiscal year. As a consequence, re- (2,000 jobs, 8.2 percent), paper manufactur- ndinalir aok
tail sales declined markedly in the first half of fiscal ~ ing (1,000 jobs, 5.6 percent) and chemicals/ new hiring for
2010 and only eked out modest increases in the sec-  petrochemicals (4,200 jobs, 5.8 percent). automobile,
ond half, yielding a second year of declining retail ~ Plastics manufacturing also lost 3,000 jobs, aerospace
spending, which fell even more than in fiscal 2009. a recession-related decline of 7.8 percent. and drilling

With this anemic spending, Texas saw a 6.6 percent
decline in state sales tax collections during the year.
Motor vehicle sales tax collections increased by 2
percent, but this was a small improvement over the

substantial 22.5 percent decline in fiscal 2009.

Manufacturing Adds Jobs Again

After two years of job losses grounded in a na-
tional recession, weak international markets, sub-
dued oil and natural gas drilling activity, and con-
tinued growth in productivity per worker, the Texas
manufacturing industry saw new hiring for automo-
bile, aerospace and drilling rig fabrication during
the year. Most of the job growth took root in the de-
mand for oil and natural gas drilling rigs, with an in-
crease of 13,400 jobs in the fabricated metals sector,
a robust 11.8 percent increase. With continued and
often substantial losses in many manufacturing sec-
tors, these jobs were the lion’s share of the 17,800
net manufacturing jobs added in fiscal 2010. Re-
lated industries brought an additional 1,400 jobs in
primary metal manufacturing and 2,700 in the rigs
segment of the agriculture, construction, and min-
ing-related machinery sector. Relocation of some
automobile manufacturing to Texas boosted hiring
in motor vehicle manufacturing, which increased by
4.6 percent. Unfortunately, this was only 400 jobs

because this is a small sector in Texas, with only

Also tied to the recession was weak spend-

ing on building materials, causing job losses

rig fabrication
during the year.

in wood products and nonmetallic mineral
products.

Although the Texas economy’s domestic demand
for goods and services remained in neutral through
most of fiscal 2010, Texas export markets more than
recovered the severe losses in fiscal 2009. Texas ex-
porters faced a 16 percent sales decline during fiscal
2009, but had a renewed 22 percent increase in fiscal

2010, and total Texas exports exceeded the record

A pipefitter trains for a job in the fast-growing metal fabrication sector at Lamar
Institute of Technology in Beaumont.
PHOTO: Courtesy of Lamar Institute of Technology.
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sales level in 2008. With a preliminary estimated
$196 billion in exports from Texas in fiscal 2010,
exports accounted for 15.4 percent of the state’s
gross domestic product3, with chemicals, electron-
ics, nonelectrical machinery and petroleum products
accounting for about two-thirds of the total. Texas
has led all other states in the value of export trade
since 2002 and saw a larger percentage increase
during fiscal 2010 than the nation, according to the
World Institute of Social and Economic Re-
search (WISER).

The addition of . .
. Texas manufacturing production, as
23,300 mining measured by the inflation-adjusted gross
and logging jobs domestic product, blipped up by 0.6 percent
made this the in fiscal 2010, taking root primarily in the
fastest growing resurgence of oil and natural gas drilling in
industry during the state. The gross domestic product in the

fiscal 2010. manufacturing industry was $155 billion.

The state’s minin

g and logging industry added 23,300 jobs in fiscal 2010, making

Texas manufacturing employment was
838,500 in August 2010. The Texas industry fared
better over the last year than the industry nationally,
which lost 3,000 jobs even with Texas’ 17,800 job

gain.

Mining and Logging Was the State’s
Fastest Growing Industry

The number of oil and natural gas drilling rigs in
Texas at the end of fiscal 2009 was 366, but by the

3 Gross domestic product for Texas is defined as the total value
of goods and services produced in the state.

ta g

it the fastest growing industry.
PHOTO: Courtesy of JamesTaylorTimber.com

end of fiscal 2010 the count had nearly doubled to
714. Although far from its record level, this increase
was indicative of a turnaround in the state’s oil and
natural gas industry. Mining and logging employ-
ment grew by a robust 11.8 percent in fiscal 2010,
while all of the other Texas industries combined for
job growth of a meager 1.1 percent. The addition of
23,300 mining and logging jobs made this the fastest
growing industry during fiscal 2010. This industry is
more than five times as concentrated in Texas as it
is nationally, as measured by the industry’s share of
total wages paid in Texas and the U.S. In addition
to the economic impact from exploration activities
within the state, Texas is the headquarters for many
of the nation’s oil and natural gas firms. The broader
oil and natural gas industry, which includes mining,
petrochemicals, petroleum refining and oil/natural
gas-related manufacturing accounts for a 15 percent
share of the total Texas economy, and this serves as
a buttress for the state economy when increasing oil
and natural gas prices hinder the consuming indus-
tries. In August 2010, the state’s mining and logging
industry job count stood at 221,500.

Construction Hampered by Housing
Market and Weak Investment
Spending

Among the Texas goods-producing industries,
construction was the only industry to lose jobs. A
sustained weakness in the building of single-fam-
ily and multi-family residences was exacerbated
by tight credit and shrunken investment in busi-
ness structures. All sectors of construction except
building equipment lost jobs, but the silver lining
is that fiscal 2010 saw some stability returning to
an industry that in fiscal 2009 lost 91,000 jobs, a
decline of more than 13 percent. Even though the
severe downturn has slowed, construction still lost
16,600 jobs in fiscal 2010, with the largest losses in
heavy and civil construction (down 4,800 jobs) and
specialty trade contractors (down 7,400). The lone
subsector that added jobs was building equipment
contractors, where employment increased by 3,300.

Although Texas fared better than the many states
where housing was overvalued and prices cratered,
fiscal 2010 mortgage defaults in Texas still kept
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home foreclosures slightly higher than normal (but
still less than half the national rate) and increased the
inventory of homes on the market. Consequently,
total housing starts in Texas declined by 8 percent in
fiscal 2010. The losses were concentrated in multi-
family starts, which fell 49 percent. Single-family
starts, which had fallen markedly the previous year,
saw an increase of 12 percent in fiscal 2010, but that
volume was not nearly enough to offset losses in
multi-family projects. According to F.W. Dodge, the
value of nonresidential building construction of of-
fices, fabrication facilities, and warehouses in Tex-
as declined another 30 percent during fiscal 2010.
While the U.S. construction industry saw another
year of job declines (down 4.7 percent), Texas’ total
construction employment fell by a less severe 2.8
percent, or 16,600 jobs. Construction employment
statewide totaled 569,000 in August 2010.

Service-Providing Industries
Add 1.2 Percent Employment

Texas’ service-providing industries, which ac-
count for more than 84 percent of the state’s total
nonfarm employment, uncharacteristically under-
performed the goods-producing industries in the
rate of job growth in fiscal 2010 but still accounted
for 81 percent of the added jobs. Six of the eight
service-providing industries had job expansions
during the year, but the growth rates were muted
by historical standards, particularly when compared
to previous years when the economy was emerging
from a recession. Over the past 20 years, average
annual growth in service-providing jobs has been
2.2 percent, ranging from losses in fiscal 2002 and
2009 to 4.0 percent growth in 1997. The 1.2 percent
rate of job growth in fiscal 2010 was welcome, but

comparatively anemic.

Education and Health Services is the
Fastest Growing Service Industry

The education and health services industry ac-
counted for nearly half of the employment growth in
Texas during fiscal 2010. All sectors of the industry
except child day care services added jobs, with some
sectors, such as home health care and ambulatory

health care services (medical offices, laboratories,

hy\

Baylor, added 4,200 jobs in fiscal 2010.
PHOTO: Courtesy of Baylor University.

home health care and ambulance services) growing
more than 6 percent. Overall, this industry added